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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 


1984 1985 1986 1987 
(est) (proj) 


Domestic Economy 

Population (millions) 10.0 10.5 
Population growth (%) Jen 3.6 
GDP in current dollars bl,323  12;638 
Per capita GDP, curr. dol 1,130 1,200 
GDP in local currency 

% change (1979/80=100) a5 3.0 
Consumer Price Index % change ‘ s 14.0 i2,0 


Production and employment 
Labor force (1,000s) (est) 3,750 3,900 4,100 4,300 
Unemployment for 1985 6.0 (12 uroan, 4 rural) 
Govt. operating surplus or 
deficit as % of GDP 04 07 (.04) = 
Balance of Payments 
Exports F.O.B. 2,213 
Imports C.I.F. LySti 
Trade palance 500 
Current-account balance (83) 
Foreign Dept (year end)(1) 1,820 
Scneduled debt service 235 
Interest arrears 0 0 0 
Debt-service ratio as % 
of merchandise exports 14.0 14.1 14.1 
Foreign Exchange reserves 
(Official) 54 50 50 
Average exchange rate 
for year (x= $1.00) 440 450 350 


U.S.-Cameroon Trade 
U.S. exports to Cameroon (FAS) 65.0 68.4 27.0 
U.S. imports from Caineroon (CIF) 721.0 338.3 293.9 
Trade palance (656.0) (269.9) (266.9) 
U.S. share of Cameroon 
exports (%) 14 3 3 
U.S. share of Cameroon 
imports ($%) 10 7 4 ~ 
U.S. Bilateral aid (FY) 
Economic 23.6 aos2 28.4 2i.9 
Military 2.8 S41 on s¥o 
Principal U.S. exports (1985): machinery, chemicals 
Principal U.S. imports (1985): coffee, cocoa, tobacco, crude oil 


(1) Government and Government guaranteed only 
(2) U.S. data 


Sources: Government of Cameroon, World Bank, The Institute of 
International Finance 





Current Economic Situation and Trends 


Economic Growth: Cameroon has benefitted from sustained 
economic growth since its independence in 1960. 
Post-independence growth in GDP averaged 2.8 percent per year 
during the 1960s and 70s but accelerated greatly during the late 
70s and early 80s due to the coming on-stream of Cameroon's 
small but domestically significant offshore oil industry. In 
1985 GDP grew by 7.8 percent in real terms. In 1986 it is 
estimated to have grown by 5.5 percent. 


The country's sustained economic growth translated into 
significant growth per capita as well - in dollar terms GNP per 
capita reached $1,075 in 1986 (International Monetary Fund 
estimate), ranking Cameroon in the World Bank's "middle-income" 
category of developing countries. (GDP and income figures 
continue to rise, as denominated in local currency. U.S. dollar 
amounts show substantial fluctuations reflecting the high value 
of the dollar in 1984 and 1985 and the substantially lower value 
of the dollar in 1986 when compared to the Franc CFA.) 


Among the factors contributing to Cameroon's growth are the 
country's rich and diverse agricultural base and basic food 
self-sufficiency, the government's inclination to accord the 
private sector a significant role in the development effort, an 


increasing reliance on market forces for determining prices, and 
prudent monetary and fiscal policies. Relatively high levels of 
investment, which in recent years have ranged between 18 and 25 
percent of GDP per year, have also greatly contributed to 
sustained growth. And finally, up until 1986, there has been a 
fortuitous injection of oil wealth into the economy to pick up 
the slack as growth in other sectors began to soften. 


Cameroon's political stability and national cohesiveness have 
been essential components of its successful development record. 
The philosophy guiding Cameroon's development is "planned 
liberalism" (a mixed economy where the private sector has 
Significant leeway, but must operate within priorities 
established by the government) as a means of achieving 
"self-reliant development." Economic planning is managed 
through a series of five-year plans. The current Sixth 
Development Plan (1986-1991) stresses balanced development and 
designates agriculture as the basis of the country's future. A 
full 42 percent of the current Plan's financial requirements are 
to be provided by the domestic and foreign private sectors. 
Many observers see a definite trend towards less planning and 
more liberalism in the economic policies of President Biya. 





The President has also named highly regarded technocrats to head 
the Commerce and Industry, Planning and Regional Development, 
Finance and Agriculture Ministries. Slowly, but deliberately, 
the Government is pushing reform, less State involvement in 
economic activity, and measured, but accelerated development. 
These directions in economic policy-making and implementation 
should make Cameroon increasingly attractive to the 
international business community. 


Cameroon's traditionally cautious fiscal policy (see section on 
budget, below) and its prudent exercise of what limited monetary 
policy autonomy is possible within the context of its membership 
in the African Financial Community (CFA) have contributed 
significantly to the country's success. As a member of the CFA 
franc zone, Cameroon "Shares" a Central Bank (Banque des Etats 
de l'Afrique Centrale, or BEAC) with other francophone countries 
of the region and with France as a participant. The 
participating francophone African countries have a common 
currency - the CFA franc - which is pegged to the French franc 
(1 FF = 50 CFAF) and is, for all practical purposes, fully 
convertible and transferable without restriction. This 
arrangement gives Cameroon obvious advantages in its 
international trading and financial relationships, although the 


link to a weakening French franc has caused some problems 
recently. 


National Budget: Cameroon's fiscal year 1986/87 (FY 87) budget 
is balanced at 800 billion CFA francs (CFAF), or approximately 
$2.3 billion at current exchange rates (US $1 = 350 CFAF). The 
budget is to be financed entirely from domestic resources as has 
been the case in recent years. The new budget level in current 
francs is 8.1 percent higher than last year's and using the 
government's inflation estimate, 14 percent, is some 5.9 percent 
lower in real terms. The budget is divided into recurrent and 
investment accounts. The recurrent budget for FY 87 is 460 
billion CFAF, representing an increase of 7 percent over the FY 
86 budget, and the investment budget at CFAF 340 billion is up 
9.7 percent. The increase in recurrent budget was less than the 
9.3 percent increase in FY 86, and the increase for the 
investment budget dropped precipitously from 40.9 percent to 9.7 
percent. These small increases reflect the reduced expected 


revenues to the Treasury as a result of lower international 
commodity prices. 


As has been the case in recent years, the bulk of the recurrent 
budget is allocated to a few organizations. At the top of the 
Short list is the Ministry of National Education with 19.8 





percent of the total. It is followed by the Ministry of the 
Armed Forces at 14.5 percent, the Ministry of Public Health at 
7.8 percent, and the Attached Services of the Presidency at 7.4 
percent. Two categories designated as “transfer expenditures" 
also claim significant shares of the total recurrent budget. 
These are "State Interventions" (various subsidies to government 
sponsored groups and organizations and other entities including 
parastatals) at 14 percent and “common expenditures" (utilities, 
rents, transport costs, aggregate personnel costs) at 6.9 
percent. It should be noted that the increased allocation to 
each of the major parts of the recurrent budget is again far 
less than that in the FY 86 budget. 


The investment portion of the budget is 34 billion CFAF. This 
represents a 9.7 percent increase over last year's budget. In 
his presentation of the budget to the National Assembly, the 
President specified that 88.5 billion CFAF would be allocated to 
road, port, airport, and telecommunications infrastructures, and 
over 21 percent has been allocated to "rural development". 
Appropriations for external debt services payments listed in the 
investment budget total 100 billion CFAF; this is 25 percent 
higher than last year's allocation, and represents 12.5 percent 
of the total budget (29.4 percent of the investment budget). 


In keeping with the pattern of recent years, the budget is to be 


financed entirely from domestic resources. As in the budgets of 
the last two years, fiscal revenue (primarily taxes and custom 


duties) account for over 70 percent of the anticipated budget 
revenues. 


Balance of Payments: Official estimates of Cameroon's balance 
of payments, especially of petroleum exports, capital movements, 
and services, are subject to significant errors and omissions, 
and should therefore be treated with caution. Mainly due to oil 
export revenues, however, Cameroon nas a relatively strong 
balance of payments position. External debt figures are also 


imprecise, but most observers believe Cameroon's debt burden is 
manageable. 


Major Exports: The structure of Cameroon's exports has changed 
significantly during the last six years as a result of the 
growing contribution of the petroleum sector. Crude oil exports 
have increased steadily. Official petroleum statistics are 
considerably understated, however. Best estimates are that 
Cameroon produced a total of some 8.9 million tons of crude in 
1986, of which approximately 7.2 million tons were exported and 





the rest refined by the local refinery SONARA mostly for local 
use. Based on these estimates, oil accounts for well over 60 
percent of Cameroon's exports by value, and brings in, even at 
today's low prices, about $1 billion in gross annual export 
revenues. 


Agricultural commodities are still a principal source of export 
earnings with cocoa and cocoa products, coffee, and wood 
accounting for a substantial percent of total exports by value. 
Other traditional agricultural exports include cotton, rubber, 
and bananas. 


According to Cameroonian statistics, the Netherlands was 
Cameroon's leading customer in 1985, taking 24 percent of 
Cameroon's exports compared to 3 percent for the United States. 
Almost half of the country's exports go to the European 
Community (as a result of preferential treatment under the Lome 
Convention), with the Netherlands being an important trading 
partner because of the sale of petroleum on the Rotterdam spot 
market and cocoa purchases. 


Imports: The European Community is also the largest supplier of 
imports to Cameroon, providing about two-thirds of the total in 
value. In 1985, France alone supplied some 42 percent of 


Cameroon's imports followed by Japan and the United States each 
with about 7 percent of the market. Statistics for 1985 show 
the largest category of imports as machines and electrical 
equipment (26 percent), followed by transport equipment (15 
percent) and chemical products (14 percent). Imports of 
"household consumption" items have risen very rapidly in recent 
years, to over 13 percent of the total. In 1985, Cameroon's 
imports totalled some $1.14 billion, according to official 
statistics. 


Current Account: Official statistics show that the net services 
deficit is large and growing, and was nearly $500 million in 
1985. A breakdown of services (and net transfers) by source 
country is not available. IMF statistics reveal that the 
Surplus current account peaked in 1984 and has fallen 
precipitously since. It is estimated to go into deficit in 1986 
by about $83 million. 


Cameroon's foreign reserve statistics, the "bottom line" in 
balance of payments tables, are not complete and therefore 
misleading. It is known that a considerable portion of 
unreported petrodollar receipts are held offshore, and are not 
recorded by the Cameroonian Government (or reported to the 





Central Bank) until they are repatriated. These foreign 
holdings are kept liquid, and are built up or drawn down as 
necessary to cover costs incurred, for example, on major 
extra-budgetary projects, for external loan payments due, or for 
injections of capital into ailing parastatals. In 1986, a 
supplemental budget of $500 million was announced, financed by 
repatriated offshore funds. 


External Debt: Cameroon's external public debt increased 
rapidly in the late 1970s but the rate or increase slowed to 
around one percent per year in the 1980s. The increase in 
external borrowing diminished in 1981 and 1982, however, as 
Cameroon began to rely more on its own resources to finance 
investment. At year-end 1985 foreign governments accounted for 
43 percent of total disbursed debt; international organizations 
accounted for 36 percent. 


The International Monetary Fund calculates Cameroon's debt at 


the end of 1985 at $2.6 billion. This is $100 million less than 
the previous year. 


Cameroon's debt service ratio to exports of goods has remained 
relatively low during the past years. Knowledgeable sources 
estimate the debt service ratio at close to 14 percent since 


1984. The Government claims that the ratio is lower. Of course 
with different sets of assumptions about both Cameroon's debt 
and export receipts,one arrives at a totally different debt 
service ratio. (The Institute of International Finance has 
estimated that since 1983 the debt service ratio has not fallen 
below 17 percent.) 


While the external debt trends and uncertainties reviewed above 
are a cause of concern to government officials and international 
creditors, the general judgement is that Cameroon has the time 
and resources to keep the situation under control, and its 
conservative inclination toward incurring debt obligations will 
result in a manageable situation in years to come. 


Current Concerns and Prospects: Despite excellent progress over 
the last decade, Cameroon's economy remains fragile. Since 


early 1986, the Cameroonian economy has been in a mild 
recession. The country's current hydrocarbon wealth, 
diversified agriculture sector, virtual food self-sufficiency, 
and growing industrial and services sectors are important but 
they alone do not ensure the necessary transition to a 
diversified and well-structured economy, with greater economic 
social benefits to the population in the future. Cameroon's 





social indicators still resemble those of countries at much 
lower levels of per capita income, and problems such as a high 
population growth rate (3.2 percent), under-employment and 
unemployment, dim job prospects for school leavers, rapid 
urbanization, inadequate infrastructure, and overall low 
absorptive capacity plague the country. So far, the government 
has achieved a good measure of success in avoiding the 
all-too-frequent adverse consequences of an oil-based economy, 
which can produce abundant foreign exchange and fiscal 
resources, but corresponding atrophy in other productive 
activities, particularly agriculture. 


One of the initial concerns of the Biya government has been to 
install a greater sense of "rigor" into Cameroonian society. To 
this end, the President hopes to improve Cameroon's rather poor 
level of administrative efficiency, tackle corruption and 
underground (untaxed) commerce, reform the parastatals, improve 
on customs and revenue collection, etc. Progress in these areas 
has been slow, and the sheer force of habit ingrained in the 
system resists change and reform. 


The bloated Cameroonian bureaucracy is behind many of the 
problems of current concern. It is renowned for the slowness 
With which it draws down credits, for example, which has led to 
the situation where the "rate of execution" during the last 
development plan has been significantly under projected levels. 
The bureaucracy is also notoriously slow in paying out credits, 
and in paying its bills in general. Payment arrearages damage 
Cameroon's general credit-worthy image abroad, and have caused 
cash flow problems for many firms operating in Cameroon. The 
problem is not one of inability to pay, but rather one of 
administrative inefficiency. The government has resorted to 
periodic injections of cash to clean up domestic arrearages, but 
this does not solve the systemic nature of the problem. The 
Ministry of Finance has installed computerized systems designed 
to significantly ameliorate the situation, and both President 
Biya and the Minister of Finance have exhorted the bureaucracy 
to improve its bill-paying performance. 


The issue of price-controls, and how they bear on private (and 
parastatal) profit margins, will continue to confront the 
government and affect the vitality of the non-oil economy. 
(Regarding cash crops, however, the government has made a very 
conscientious effort to move producer prices up in real terms in 
order to encourage production.) Government resistance on prices 
is motivated by concerns about inflation, which is currently 
running at about 13 percent, according to the Ministry of 
Finance. The rate of inflation has increased recently - even 





though food remained abundant in most parts of Cameroon - 
because of an increase in salaries (which led to increased 


imports of consumer products) as well as increases in transport 
costs. 


1986 was a difficult year for Cameroon (even with its estimated 
5.5 percent growth rate) and 1987 is expected to be worse than 
previous years. The drop in oil prices has reduced the 
government's income (mostly on the off budget account). There 
has also been a fall off in construction and oil field services 
since the oil industry has stopped all exploration and 
development activities and is currently engaged in production 
only. These, as well as a slump in cash crop prices and reduced 
new construction have led to retail sales being off with some 
retailers reporting sales drop of as much as 50 percent. In 
1987 most of these problems are expected to continue. 
Projections are that the 1987-88 national budget will be reduced 
in nominal terms to reflect the slow-down in government 
receipts. 


Implications for the United States 


In recent years President Biya has emphasized Cameroon's liberal 
economy and its openness to all investors. He has, during his 
1986 trips to the United States, West Germany, and Canada, often 
repeated his desire to diversify Cameroon's sources of supply 
and trading partners. Given this official openness as well as 
the developing economy with many needs, there are opportunities 
for U.S. exports and investments. However, there are several 
challenges confronting the American exporter to Cameroon. 

First, he must develop a high profile for his products and 
services, and specifically make the case that he has a better 
alternative to the well-known, probably French, import already 
commanding a high market share. Additionally, parts and service 
must be provided as a part of the after-sales package. (The 
Japanese, in the recent capturing of the vehicle market here, 
have done well on these counts, partially by using French agents 
and distributors already established in the market.) Finally, 
financing will be an important component of a marketing strategy 
for Cameroon. Because of the recent fall in the value of the 
dollar, the American exporter, can again be competitive. 


Price is not the only issue, and there are areas in which U.S. 
suppliers have quality products and services to bring to the 
Cameroonian market. 
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Some of the better sales opportunities lie in areas connected to 
priority sectors enunciated in the Sixth Development Plan. 

Given Cameroon's emphasis on more agriculture, and the American 
comparative advantage in this area, opportunities might be found 
in agri-business (food processing, packaging, etc.), 
agricultural equipment and chemicals, high-technology 
applications in agriculture, etc. Equipment for the forestry 
sector should also sell well here. As Cameroon modernizes, 
there is need for communications equipment, electronics, and 
business machines. Services are also areas where U.S. firms can 
make inroads. Several American accounting, software, and 
construction firms have established offices in Cameroon, and are 
winning a share of the contracts awarded. 


On the investment side, U.S. presence is currently dominated by 
oil companies (Shell) the above-mentioned software and 
construction companies, and banking (Chase Manhattan). These 
companies have invested over $500 million in Cameroon over the 
past four years, bringing the U.S. total over a billion 
dollars. The American business community in Cameroon has also 
expanded markedly since the late 70's. Some 100 firms now 
maintain a presence or representation in Cameroon. The 
Cameroonian government has clearly stated that it would like to 
see an increase in American presence. Several trade and 
investment missions have investigated opportunities in Cameroon 
in recent years and several major new U.S. investments are about 
to be undertaken. Cameroon has revised its investment code in 
hopes of attracting foreign capital. The United States also 
signed a Bilateral Investment Treaty with Cameroon in 1986, 
which will protect and assure equal treatment for U.S. 
investments, once established. 


Direct U.S. investment would probably be most welcome in the 
agricultural and agri-business sectors of the Cameroonian 
economy, although no sector is precluded. Joint ventures are 
the preferred method of foreign establishment in Cameroon, but 
all proposals will be considered. Development of Cameroon's 
natural resources apart from agriculture is being highlighted in 
longer-range planning. Projects still in the conception stage, 
which would require significant foreign participation, include 
those to utilize Cameroonian natural gas, iron ore, and bauxite 
reserves. 


In short, for the exporter or investor attracted by the 
country's stability, petroleum reserves, liberal investment 
policy, conservative management practices, and credit-worthy 
reputation, Cameroon offers an almost ideal climate for doing 
business in Africa. 
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ucts worldwide, and success sto- 
ries of firms like yours. We'll 
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pening in government and on 
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we give the phone numbers of 
our authors in every issue so you 
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